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RE: 

Dear Ms. Dortch: 

In the Matter ofPayphone Access Line Rates -- CC Docket No. 96-128 

In recent exparfe submissions, Davel Communications ("Davel") has asserted that Qwest 
Corporation rQwest"), unlike the other Bell Operating Companies ("BOCs"), cannot rely on the 
defenses of res judicata and collateral estoppel in this docket, because "Qwest did not seek new 
services test review by -- nor file the required cost data with -- state commissions before 2002."' 
The implication is that Qwest had ignored the Federal Communications Commission's 
("Commission") rules and orders concerning payphone access line (or "PAL) rates. 

As explained below. this allegation is founded on a fundamental misrepresentation of the 
Commission's Puyphone Orders. which did not require BOCs to file new tariffs or cost studies 
by 1997 unless the BOCs concluded that their payphone access line rates were inconsistent with 
the new services test (or "NST"). It also ignores the review of Qwest's PAL rates by numerous 
state commissions that occurred in Qwest's states prior to 2002. which we have summarized in 
Attachment A. Davel also has provided no support for its claim that Qwest did kss to comply 
with the NST than the other BOCs, a claim that is inconsistent with the positions of other 
payphone providers who claim that Qwest's conduct was identical to that of other BOCS.~ 

' Letter from Brooks E. Harlow, P.C. to Ms. Marlene Dortch dated June 5,2007. See also. Letter 
from Brooks E. Harlow: P.C. to Ms. Marlene Dortch dated May 25; 2007 (". . . Qwest, unlike 
every other RBOC in this docket --failed to support its existing PAL rates by filing its costs with 
its state commissions by April 15. 1997. , ,") 

Letter from Albert H. Kramer to Marlene H. Dortch. May 22,2007. 2 
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The Pay! me On *s di io1 rea& . ? BOCs to file new tariffs or cost studies by 1997 
unless ihey concluded that iheirpayphone access Iine rales were inconsislent with the 
NST. 

Davel once again inaccurately suggests that the Commission‘s PajFhone Orders required 
the BOCs to file a new tariff or cost study with each state commission in 1997. This assertion is 
practically indistinguishable from requests made by payphone providers in 1997 that the 
Commission impose requirements on Regional BOCs that they either file new state tariffs or 
submit cost justification to the Commission.’ These requests were denied by the Commission in 
1997. Qwest did exactly what was required by the Commission: 

Qwest reviewed its payphone access line rates under the NST (forward-looking costs plus 
reasonable overhead) and determined in the first instance that they were lawful. 

Qwest cooperated with statc rcgulators to ensure that the NST was met to their 
satisfaction. and participated in state proceedings concerning payphone access line rates 
(including negotiating with payphone providers). See Attachment A. 

Qwest certified compliance with all the requirements of the Puphone Orders, and 
delivered copies of these certifications to state regulatory agencies and this Commission. 

Most state commissions in Qwest’s region examined Qwest’s payphone access line 
ratesprior to 2002. 

Davel asserts that “Qwest failed to file cost data or seek approval of its basic payphone 
access line (“PAL”) rates under the new services test until 2002-2003.” This is false. 
Attachment A is a summary of Qwest’s interaction with state regulators on payphone access line 
rates prior to 2002. Payphone providers participated in many of these proceedings, and in many 
cases the payphone providers agreed with Qwest to a compromise payphone access line rate. 
lndeed the failure of payphone providers to make proper use of state processes to raise payphone 
access line rates issues is the single largest cause of the current payphone providers’ efforts to 
invoke this Commission’s authority to regulate state payphone rates at this time. Contrary to the 
payphone providers’ assertions otherwise, Qwest took compliance with the Commission’s 
Payphone Orders very seriously. 

In ihe Mutter oflmplemeniation ofthe Pay Telephone Reclassification and Compensation 
Provisions ofthe Telecommunications Act of 1996, Order, 12 FCC Rcd 20997,21010 77 28-29 
(1 997) (“Bureau Waiver Order”); In the Mutter oflmplementation uf ihe Pay Telephone 
Reclassifcuiion and Compensation Provisions of the Telecommunications Act of 1996, Order, I2  
FCCRcd21370,21377$1 16,n.45,21380n~21-22(1997). 
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Qwest’s approach to complying with the NST in 1997 was not unique. 

The Commission expressly recognized that different states would take different 
approaches to ensuring that BOC payphone access line rates conformed to the NST,4 and the type 
of review conducted by the states varied from state to state, depending on each state’s processes 
and the record in each state. As was the case in Qwest‘s region, a number of state regulators in 
other states did not immediately require the filing of new payphone rates or formal cost studies in 
1997. While an exhaustive study of state filings more than ten years ago is not feasible, a brief 
survey indicates that at least California and Florida took the same position on cost study filings 
that was taken by most of Qwest’s states (that the Regional BOCs did not need to make any state 
filings if they determined that their payphone access line rates complied with the new services 
test). 

In point of fact, when faced with the possibility that the Davel argument (that Qwest 
alone did not make state filings) might gain some traction at the Commission. the other payphone 
providers repudiated it. For example, in a recent expur/e presentation, the American Public 
Communications Council (“APCC“) claimed that: “Like the other Bell Operating Companies, 
Qwest unjustifiably assumed that its rates complied.”’ While the APCC is obviously incorrect in 
its claim that Qwest and the other BOCs simply “assumed” that their payphone access line rates 
were lawful, it certainly is correct that all of the BOCs interpreted the Commission’s Puyphone 
Orders in the same manner. 

This disconnect between reality and the contentions of Davel is highlighted by an exparre 
presentation made by the APCC on October 30. 199K6 In this presentation, at Attachment B, the 
APCC describes its perception of state proceedings regarding payphone access line rates between 
1997 and the date of the filing. It is noteworthy that at this time (far temporally closer to April 
15, 1997). payphone providers were already arguing the opposite of Davel’s current point. 
claiming that Qwest’s payphone activities were the same as those of the other Regional BOCs in 
this filing. 

Respectfully submitted, 

1st Robert B. McKenna 

‘ S e e  Wisconsin Order, 17 FCC Rcd 2051,2066-67 77 49-50 (2002). 
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‘ Letter from Robert F. Aldrich to Ms. Magalie Roman Salas entitled “July 29, 1997 Inquiry 
Regarding New Services Test“ (no docket number). This expurre letter is attached hereto as 
Attachment B. 



ATTACHMENT A 

STATE PAYPHONE ACCESS LINE ACTIVITY, 1997-2002-QWEST 
CORPORATION (FORMERLY U S WEST COMMUNICATIONS, INC.) 

Prior to 1997, Qwest Corporation (“Qwest”) conducted total-senrice long run incremental 
cost (“TSLRIC“) studies for “smart” payphone access line (or “PAL”) services in all of its states 
as part of its overall efforts to comply with the Federal Communications Commission’s 
(“Commission”) payphone rules. Because “smart” PALS were necessary to support the newly 
unbundled Qwest payphone services, Qwest filed new “smart” payphone access line tariffs in all 
fourteen states in early 1997. In contrast, for “dumb” PAL services -- those generally used by 
independent payphone providers -- Qwest already had TSLRlC studies on file with, or available 
to, 12 of its state commissions that permitted them to determine whether Qwest’s “dumb” PAL 
rates complied with the new services test.’ Qwest reviewed these cost studies in April of 1997 
and determined that they demonstrated Qwest‘s “dumb“ PAL rates compliance with the new 
services test. 

In 1997, Qwest delivered a certification (hereinafter, “Payphone Certification”) to the 
state commission in each of its fourteen states, as well as this Commission, that i? complied with 
all requirements necessary for it to qualify for payphone compensation, which included 
compliance with the new services test. In addition: the majority of the state commissions in 
Qwest’s region specifically investigated andor formally reviewed Qwest’s rates for “dumb” 
PAL services prior to 2002. 

ARIZONA. On January 15, 1997, Qwest filed revisions to its Arizona intrastate tariffs to add its 
new “smart” PAL service. On April 15. 1997, the Arizona Corporation Commission (“Arizona 
Commission“) initiated a rate proceeding where it specifically conducted a new services test 
analysis.2 The Arizona Commission also approved Qwest’s PAL tariffs, subject to further 
examination and true-up.‘ In May of 1997, Qwest delivered a Payphone Certification to the 
Arizona Commission. On December 31, 1998, the Arizona Commission approved a settlement 
agreement between the Arizona Commission staff and the Arizona Payphone Association, which 
reduced Qwest’s dumb PAL rates: retroactive to April 15: 1997.4 In approving the settlement, 

’ The majority of Qwest‘s states had either statutory obligations or commission rules that 
required Qwest to price its retail services above TSLRIC or its equivalent. As a matter of 
practice, commissions required Qwest to have TSLRlC studies 011 file with the commission, or to 
have studies available upon request by commission staff. In 1997. the two states that did not 
have requirements for cost studies for payphone services were Iowa and North Dakota. 

See In the Mutter of the Applicution of U S WEST Communiculions, Inc. Filing to Revise its 
Network Services Turiff(Pub1ic Access Line Services), Docket No. T-010 15A-97-0024, Decision 
No. 61304 

2 

4 (Dec. 3; 1998) (“Arizona Order”). 

Id at Settlement Agreement 7 5 .  3 

‘ See Arizona Order 1 5. 
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the Arizona Commission stated that “[tlhe rates and charges contained in the Agreement are just 
and reasonable and in compliance with all applicable state and federal law.’’5 

COLORADO. On January 15, 1997, Qwest filed revisions to its Colorado intrastate tariffs to 
add its new “smart” PAL service. In May of 1997, Qwest delivered a Payphone Certification to 
the Colorado Public Utility Commission (“Colorado Commission”). On March 31, 1998, the 
Colorado Payphone Association filed a,complaint alleging that Qwest’s “dumb” PAL rates were 
not in compliance with the new services test. On May 4, 1998, the Colorado Commission 
adopted an order reducing, on a prospective basis, Qwest’s “dumb” PAL rates in order to comply 
with the new services test6 Contrary to the payphone providers’ assertions,’ the rates ordered by 
the Colorado Commission were final: though the Colorado Commission noted that Qwest would 
be required to comply with this Commission’s “future specific directives regarding the pricing of 
payphone services.“’ 

IDAHO. On January 15: 1997, Qwest filed revisions to its Idaho intrastate tariffs to add its new 
“smart“ PAL service. Preexisting “dumb” PAL rates were unchanged. In May of 1997, Qwest 
delivered a Payphone Certification to the Idaho Public Utilities Commission (“Idaho 
Commission“). No complaints were filed w i t t  the Idaho Commission regarding Qwest’s pre- 
existing “dumb” rates. 

IOWA. On January 15; 1997, Qwest filed revisions to its Iowa intrastate tariffs to add its new 
“smart” PAL senrice. In May of 1997, Qwest delivered a Payphone Certification to the Iowa 
Utilities Board (“Iowa Board”). On March 22, 1999, Payphone Concepts, Inc. filed a complaint 
alleging that the “dumb” PAL rates of Qwest and other Iowa incumbent local exchange carriers 
exceeded the new services test. On July 30: 1999, the Iowa Board dismissed the complaint, 
finding that Qwest had made at least aprima facie case of new services test compliance, and 
there was no reasonable basis for further investigation of Qwest‘s payphone pricing.’ 

MINNESOTA. In April 1996, the Minnesota Public Utilities Commission (“Minnesota 
Commission”) started an investigation of Qwest’s payphone rates.” On January 15, 1997, Qwest 

Id at Conclusions of Law 7 6. 

‘See  Colorado Payphone Associarion v. U S  WEST Communications. Inc., Public Utilities 
Commission of the State of Colorado, Docket No. 98F-l46T, Decision No. C99-497 (May 18, 
1999) (“Colorado Commission Order”). 

et a/.: to Marlene H. Dortch, Federal Communications Commission, CC Docket No. 96-128, 
dated Feb. 22,2007 at n.7. 

See Letter from Brooks E. Harlow, Miller Nash LLP, counsel for Dave1 Communications, Inc., 7 

See Colorado Cornmission Order at 7. R 

See In re Payphone Services, Order Terminating Investigation, Docket No. INU-99-1 (July 30, 
1999). 

Order Initiating Expedited Proceeding and Establishing Timetable for Comments and Replies, 10 

Docket No. P-421/C-95-1036. 

2 
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filed revisions to its Minnesota intrastate tariffs to add its new “smart” PAL service. In May of 
1997, Qwest delivered a Payphone Certification to the Minnesota Commission. In 1997 and 
1998: the Minnesota Independent Payphone Association filed complaints regarding Qwest’s 
payphone access services: focusing on allowing payphone providers to resell Qwest’s local 
business lines. Ultimately the Association prevailed and the resale request was granted.” In 
each of these investigations, the payphone providers could have questioned Qwest‘s compliance 
with the new services test, but did not. 

MONTAKA. On January 15, 1997, Qwest filed revisions to its Montana intrastate tariffs to add 
its new “smart” PAL service. In May of 1997, Qwest delivered a Payphone Certification to the 
Montana Public Service Commission (“Montana Commission”). The Montana Commission 
:-.:bsequently consolidated its review of Qwest’s PAL rates in an existing general rate docket, 
and the Northwest Payphone Association intervened. On August 26, 1998, the Montana 
Commission found that Qwest’s rates met the new services test.” Following an appeal of this 
decision by the Northwest Payphone Association, the Montana Commission approved a 
settlement that resulted in a reduction of Qwest’s “dumb” PAL rates.” 

NEEWSK.4. On January !5: 1337, Qwest filed revisions to its Nebraska intrastate ‘a-iffs to 
add its new “smart” PAL service. In May of 1997, Qwest delivered a Payphone Certification to 
the Nebraska Public Service Commission (“Nebraska Commission“). A 1997 investigation by 
the Nebraska Commission focused on whether payphone investment had been removed from 
access rates.14 On June 8, 1999, the Nebraska Commission commenced an investigation of 
whether Qwest’s PAL rates complied with the new services test.” This docket was closed 
without a decision on the rates in 2002. and refunds requested by payphone providers were 
accordingly denied.I6 

See In the Matter o fa  Formal Complaint of the Menibers of MIPA Against U S  WEST I 1  

Communicarion.s, Inc., Docket No. P-421 iC-95- 1036, 1996 Minn. PIlC LEXIS 160 (Nov. 27, 
1996, recon denied; 1997 M ~ M .  PUC LEXIS 6 (Mar. 3, 1997). 

In the Matter ofthe Application vf U S WEST Communications, Inc. to Restructure its Prices 
for Regulaied Telecommunications Service, Utility Division Docket No. D96.12.220, Order No. 
5965~:  Final Order (Aug. 26, 1998). 

See In the Matter of the Application of U S WEST Communications, Inc., to Restructure its 
Prices for Regulated Telecommunicarions Service, Final Order on Settlement of Judicial Review, 
Docket No. D96.12.220, Order No. 5965e (Mar. 8,  1999). 

See In the Matier ofthr emergency petition ofMCI Telecomniunications Corp. and AT&T 
Communications both ofDenver, Colorado, to im~estigate compliance ofNebraska LECs with 

I2 

13 

14 

FCC Payphone Orders, Order Accepting Stipulation, Issuing Findings and Closing Docket at 1, 
(Aug 3,1999) 

Id. at 2. 

See In the Matter ujthe Application ofthe Commission, on its own motion, to conduct an 
investigation into specific areas of cuncern in the provisioning ofpayphones in the state of 
Nebraska. Order Closing Docket and Merging Record into Application No. C-2696iPI-57 (Mar. 
19,2002). 

I S  

I 6  
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I 
NEW MEXICO. On January 15; 1997, Qwest filed revisions to its New Mexico intrastate 
tariffs to add its new “smart” PAL service. On February 2 I ,  1997, the New Mexico Public 
Utility Commission (“New Mexico Commission’:) initiated a docket to investigate compliance 
with this Commission’s Pajphone Orders. The state commission noted that it (and other states) 
had responsibility for determining whether intrastate tariffs had been filed in accordance with the 
new services test.” In May of 1997, Qwest delivered a Payphone Certification to the New 
Mexico Commission. On August 21, 1997, the New Mexico Commission found that Qwest’s 
payphone tariff was ‘Sust and reasonable and in compliance with all legal requirements.”i8 The 
New Mexico Commission noted Qwest’s statement that it had reviewed its “payphone related” 
services, including “dumb“ PAL services, for compliance with the new services test, and found 
that each complied with that test.” 

NORTH DAKOTA. On January 15, 1997; Qwest filed revisions to its North Dakota intrastate 
tariffs to add its new “smart” PAL service. “Dumb” PAL rates were not changed. In May of 
1997, Qwest delivered a Payphone Certification to the North Dakota Public Service Commission 
(“North Dakota Commission’:). No complaints were made to the North Dakota Commission 
cp-“ rallcllglllg :- Qwest‘s “diimb“ I’AL rates. 

OREGON. On January 15, 1997, Qwest filed revisions to its Oregon intrastate tariffs to add its 
new “smart” PAL service. In May of 1997, Qwest delivered a Payphone Certification to the 
Oregon Public Utility Commission (“Oregon Commission”). In 1997, the Oregon Commission 
conducted a review of Qwest‘s earnings and rates. Qwest‘s “dumb“ payphone rates were 
specifically selected for review in this proceeding. The Northwest Payphone Association 
challenged Qwest’s “dumb” PAL rates in this proceeding, claiming that the rates did not comply 
with the new services test. The Oregon Commission disagreed and sustained Qwest’s rates for 
“dumb” PAL services.” The Northwest Payphone Association appealed the Oregon 
Commission decision. On November 10,2004, in light of this Commission’s Wisconsin Order, 
the Oregon Court of Appeals remanded the PAL rate decision to the Oregon Commission.21 The 
Oregon Commission currently has an open docket to implement the court‘s remand. 

SOUTH DAKOTA. On January 15, 1997, Qwest filed revisions to its South Dakota intrastate 
tariff to include its new “smart” PAL service, and a payphone provider intervened in the 

See In /he Matter ofCompliurice wilh Federul Regulation afPajphone.7, Findings of Fact, 17 

Conclusions of Law and Order, Docket No. 97-69-TC 7 27 (Aug. 21.1997) YNew Mexico 
Order”). 

“id 7 54 

”Id  7 53  

Revenues, Order, Docket No. UT 12YUT 80; Order No. 00-1 90 at 6-7 (Apr. 14, 2000) and Order 
No. 01-810 at 48-56 (Sept. 14,2001). 

See In the Matter ofthe Application ofU S WEST C,’ommunica/ions, Inc., .for an Increase in 20 

Northwest Public Communiculions Council v. Public Utility Commission ofOregon, 100 P.3d 2 1  

776 (Nov. IO, 2004) 
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resulting docket. In May of 1997, Qwest delivered a Payphone Certification to the South Dakota 
Public Utilities Commission (“South Dakota Commission”). On October 17, 1997, the South 
Dakota Commission found Qwest‘s “smart” PAL rates to be reasonable, and the contribution 
margin (which is the same for “smart“ and “dumb“ PAL rates) likewise reasonable.22 

UTAH. On January 15, 1997: Qwest filed revisions to its Utah intrastate tariffs to add its new 
“smart“ PAL service. “Dumb’. PAL rates were not changed. On April 14, 1997, MCI and AT&T 
filed an emergency petition with the Utah Public Service Commission (“Utah Commission”) 
requesting, among other things. that payphone rates be cost justified. The claims were referred 
to the pending Utah general rate case, and parties complaining about PAL rates were directed to 
file complaints. In May of 1997. Qwest delivered a Payphone Certification to the Utah 
Commission. No complaints were filed contending that Qwest’s “dumb“ PAL rates were 
excessive. 

WASHINGTON. On January 15, 1997, Qwest filed revisions to its Washington intrastale 
tariffs to add its new “smart” PAL service. “Dumb” PAL rates were not changed. On April 16, 
1997, AT&T and MCI filed a formal complaint contending that Qwest had not removed all 
payphonc invcstmcnt from its intiastate access rates. This complaint was ukimately successful 
and Qwest was required to reduce its access charges. In May of 1997, Qwest delivered a 
Payphone Certification to the Washington Commission. No complaints were filed contending 
that Qwest’s “dumb” PAL ratcs were cxcessive. 

WYOMING. On January 15, 1997, Qwest filed revisions to its Wyoming intrastate tariffs to 
add its new “smart” PAL service. In May of 1997, Qwest delivered a Payphone Cerlification to 
the Wyoming Public Service Commission (“Wyoming Commission”). On September 16, 1999 
the Wyoming Commission approved a comprehensive price plan for Qwest. Every rate was to 
be based on TSLRIC costs, plus a 26% margin. The Wyoming Commission expressly approved 
payphone access line rates, finding that “the prices for Public Access Line pricing . . . constitute 
well reasoned and proper applications of the Act and the evidence to reach an acceptable pricing 

In the Mutter of the Filing by I; S WEST Communicarions, Inc. for Revisions 10 its Exchunge 
und Network Services Turix Order Approving Revisions to the Tariff> TC97-006_ at 2-3 (Oct. 
17, 1997). The contribution margin is the difference between the TSLRIC of the service and the 
proposed price, or the amount of revenue that the service contributes to the common overhead 
cost recovery of the firm. 

implement prices in conjunction wilh ia proposed Wyoming price regulation plun.for essential 
und nonconqietifiue services. Docket No. 70000-TC-99-480 (Record No. 4868) 77 140-41 (Sept. 
16, 1999). 

22 

In Ihe Mutter of the Application of U S  WEST Comntunicutions, Inc.,,for uuihoriv lo 21 
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i I- i .  

Ms. Maga.Ee b m a n  Sdas 
Federal Communications Commkion 
1919 M Street, N.W. 
Washington, D.C. 20554 

&: @29:1928-- 

Dear hls. Sdzs: 

NOTICE OF WRllTEN 
E X P A R m E S E N T A T I O N  

Endosed please find a copy of a letter to Mr. Lawrence Suickling, Chief of thc 
Common Carrier Bureau, with rep& to thc above-referenced July 29, 1998 Inquiry re 
Ncw Services Test to be filed wirh the Commission and placed in the record of the 
proceeding. If you have any questions rcgardhg this letter, please call the undersigned. 

..”. 

Robs F. Aldrich 



Lj:15; p*cz 3,2” lI2-..-&.7.., 

KELLOG-HUBER KELLOGG-HUEER 11 14/98 

D I C K S T E I N  S H A P I R O  M O R J N  O S H I N S K Y  L L P  
21U1 L Snm h W  * Warb ivm,  DC 20037-1526 

TtI(202J 785-9700 - F a x  002) 887-0689 
W&rDinuDi& (302) 828-2236 

AC692.422 

October 30,1998 

I 

pv Hand 

Mr. Lawicncc Strickling 
Chid- Common Carrier Burcau 
Federal Communications Commission 
1919 M Street, hW 
Room 500 
Washington, DC 20554 

Re: I & - a J - B P  
Dcar Mr. Strickling: 

We are writing on behalf of the American Public Communications Council 
(=APCC”) rcgarding the request of the Attorney General of New Jersey for an explanation 
of the application of the -new services test” pursuant to die FCC’s -.’ The 
specific question posed by the Attorney General is whether “message unics,” is., usage- 
sensitivc rates charged by Bell Atlantic for local servicc 10 payphone service provldcn 
(“PSPs”), must satisfy thr ncw services rest. For the reasons srated in this lettcr, the Bureau 
should answer the question in the affirmative. 

hading the FCC‘s in light of logic, plain meaning, and the 
purposes of the Act, it is dcar that local exchange carriers’ (“LEG”’) usage-sensitive as weU 
as monthly rates for local service to PSPs must comply with the new services test. Bel 
Adantic’s attcnipt KO exempt is local usage rares fiom application of the test is merely thc 
latest of the Bdl Companies’ continuing efforts IO evade cifective regulatory rcvicw of the 
rates charged to PSI’S. Scc note 3, below. 

Qda”) (togcther the “ I k y p h r d ~ ” ) ,  tpart, IuiuQis 
s’n v. F a ,  117 F.3d 55-&-3d 693 (D.C. 

Ci. 1997), ‘ ,118 S. Ct. 1361 (1998). 
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Mr. Lawrence Strickling 
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In the state commission proceeding giving nse to the ins-, the New Jersey 
Board of Public Utilities ("Board") is considering whethcr, in order to implement thc 
hyph-, Bell Adantic should be required to rcducc ih r a m  for local exchange 
service to PSPs.2 Tlie PayphmuQdus reauire that LEG' statetadTed as well as f c d e d v  
tarifTed services to PSPs must coniply wth*- taifEing requirements, including 
the "new services test." 

The Bureau s t a f f  has mct with representatives of die New Jersey Payphone 
Association and Bell Atlantic, and has been provided with copics of t hc  briefs of each pamy 
filed on this issue before rhe Board. Howcvcr, the significance of this issue extends well 
bcyond the spec5c New Jersey proceeding that prompted the inquiry to the Bureau. 
"New services test" proceedings regarding payphone service ntcs arc pending in numerous 
states. S a  Attachment 1. APCC is submitting tbi.6 letter to address the issue from a 
nationid perspective and to respond to a recent submission by the RBOC/GTE/SNET 
Payphonr Coalidon. Letter from .Michael Kellogg to Kkhryn Brown, dated October 16, 
1998. ("RBOC/GTE/SNET Coalition Letter"). 

The hy&mdA& intended a comprdiensivc reform of LECs' relationship 
with their own paypbone divisions and with independent PSPs. To carry out the provisions 
of Section 276 of &e Act, LECr werc required to remove aU interstate and inuastltc 
subsidies of heir  retail payphone services by regulated revenues, and wcrc rcquircd to 
eliminate all &scrimination in favor of thcir own payphone operations and against 
independent PSPs. 47 U.S.C. §§ 276(a), (b)(l). 

Ar part of this comprehensive reform, the FCC rcquircd LECs to tad€, at the 
sue levcl, "nondiscriminatory basic payphone scmces that enable independent providers 
to offer payphone services . . . ." 11 FCC Rcd at 
21,308, p 162. The commission s p e U v r k  as follows: 

We rcquirc LECs LO 61c tarif5 for the basic payphone services and 
unbundled funcb'onalitia in the incrasure aud interstate 'urisdictions 
as discussed below. LECs must file intrastate 4 for these 
payphone services and any unbundled fearurcs they provide to thcir 
own payphone services. The rari& for these LEC payphone services 
must be: (1) COSK based; (2 )  consistent with the requirements of 
Section 276 with regard, for example, to the removal of subsidies 
&om exchange and exchange access services; and (3) 

1 The describe local exchange services provided to PSPs as 
"payphone services." ' rdu, p 163. However, the term 
'payphone services" has a different mevllng in other contexts. It is also used to describe 
services offered 6y paypbone senkc  providers. 
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nondiscriminatory. 
C m q a z L U ~ l r i d e l i n r s  for t n h f i n ~  such intrartate rcrvicer. 

Stntcr mu# appIy these rcguircmrnu and  rhr 

Id., p 163 (emphasis added). In a foomote, the Commission explained tha t  the 
‘‘- taritling guidelincs” to be applicd included the ”new selvices test.” Id, n. 
492. The FCC‘s purpose in imposing this requirement was to prevent a LEC ftom 
charging excessivc rates to its own payphone competitors. 11 PCC Rcd 
at 20,614. 

Subsequently, the Bureau clarified &at the “new services test” requirement 
applicd to all srate-tariEed “payphone services,” including previously exisring as well as 
ncwly tariffed services, and that it applied to “dumb line” senices provided for use wid1 &e 
“smart” payphones used predominantly by independent PSPs, as wdl  as “smart line” 
services provided for use with the “dumb” payphones used predorhandy by LEC 
payphone divisions.’ 

&I is that the new services 
test a piies to both monthly and usage-sensitive rates for local exchange service oflered to 

following summary of the application of the new semices test, in a letter dated 
September 12,1997, from the Chief of the FCC’s Common Carrier Bureau to &e Chair of 
the North Carolina Utilities Commission: 

The plain meaning of 
PSPs. f Such an interpretation is consistent with subsequent Bureau orders and with the 

3 I, Q&K, DA 97-678 (Com. Car. Bur.), released April 4, 
1997(“ . ”),ap 27,31-32. I n i w y ,  thc B d l  cornpanics had taken the position 
that the= to conform thcir payphone service tariffs with the new services test 
applied only to the “smm line” sewices that are used almost cxclusivdy by the LECs’ o m  
payphones: Accordiugly, virtually none of the Bell companies met the Commission’s April 
15, 1997 deadline to revise dieir rates _- either monthly recurring or usagc-scnsitivc - for 
“dumb line” senrices connected to independent PSPs’ “smad’ payphoncs. Most of the 
RBOCs also did not initially hle federally rariffcd rata for unbundled features and functions 
such as outward call screening used by 1’SPs in conjuncrion with ”dumb b e ”  service. The 
Common Carrier Bureau thcn issued its Apdi_eslrdu to make dear the LEG’ obligations. 
Subsequently, the Bell companies sought and were grantcd a tempomy waiver of che 
deadline for bringing thek state-miffed payphone services into compliance with &e new 
services test. Payphw~Im- . , Ckk, DA 97-805 (Corn. Car. Bur.), releascd 
April 15,1997, p 14. 

‘ Conuary to the RBOC/GTE/SNET Coalition’s claim, the Bureau has not 
“answered this question informally in the ncgative.” Although a Maryland PSC s d  
member drew certain conclusions about the applicauon of the new rcMces test based on a 
telephone conversation with a member of the FCC’s scaff, an expcn wimess for the PSI’ 
parry in that proceeding, Dr. Marvin H. Kahn, spoke with tht same FCC s tsmember  and 
readied the opposite conclusion. SCr Attachment 2. 
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The FCC required that all incurnbcnt LEC payphone twiffs filed at 
the state level be cost-based, nondiscriminatory, and consistent with 
both Section 276 and the Comnlission’s Computer I11 tariffing 
guidclincs. T ~ K  raw anmcd by LECsfor payphone scrvi~cs tanffed at 
cbr sfarc lcvcl must sat@ t h e  mquirmtenw that thc Commlssion applies 
to new interstate access services proposed by incumbent LECs subject 
to price cap regulation (thc “new scrviccs res?) as dmonstratcd by 
che supporting cost documenration submittcd to the individual state 
commissions. 

I (cmphasis added). 

Indeed, application of the new services tcst to usage-sensitive as well as monthly 
rates for payphone line services is Essential to achieving thc objectives of thc FCC and 
Congress in rcforming payphonc regulation. Application of thc new scrviccs test to rates 
for LEC services ro PSPs was mandated in order to prevent a LEC from charging excessive 
rates to its payphone competitors. PaypiloOne-Qrd, 11 FCC Rcd at 20,614. Local usage 
c h g e s ,  which 2re rypic21ly priccd revercl hundred percent rbove direct costs, &en make 
up well OVCI 50% of a PSP’s bill for local telephone xrvice, and are an important cost facror 
influencing PSI’S’ decisions about placement and retcndon of payphones in particular 
locations. If ody monthly rates for payphone lines were subject to the new services tesc, 
while local usage rates for those lines were excluded from h e  rest, the RBOCs would be 
able to continue charging cxccssivc rates for a major component of their competitors’ 
phone bills. Insulating local usage rates &om the application of the federal pricing standard 
would thereby thwart the Commission’s purpose to ensure cost-based rates for payphone 
services, and would frusuatc the achievement of the federal objectives to promote 
competition and rhe widespread deployment of payphones! 

The RBOC/GTE/SNET Codition argues thar usage-sensitive rates should not 
be subject to the new services rest because local usagr is not an csscntial component of the 
“basic payphone line” refercnccd in the RBOC/GTE/SNET Lctter at 
3-4. As a practical matter, however, unless a chargc for local usage is includcd hi die 
monrhly line rate, PSPs virtually always incur local usage charges when they subscribe to 
paphone lines. -Bare’’ payphonc lines withour I d  calling are useless to PSPs, except in 

I. 

47 U.S.C. § 276(b). Thus, diere is no validity to thc RBOC/GTE/SNET 
coalinon’s argument that  cost-justifying thc monthly line race alone, without usage, under 
the new services test would sufficc to comply with the “cost-based ratcs” rcquiremcnt of 
the v. RBOC/GTE/SNET Lcttcr a t  5. Furthermore, accepting the 
RBOC/GTE/SNET Coalition’s suggestion dlar the LEC can qualify its monrhly line rate 
under the new services test “with or without somc measure of usage included,” would leave 
the door open to pricing abusc. RBOC/GTE/SNET Lctter at 4. In some scates, for 
example, LECs have chosen to indude a “measure of usage” in thelr rates for the “smart” 
lines used predominantly by thelr own “dumb” payphoncs, WMC chargmg separate rates 
for usage of the “dumb” lines used predominantly by competitors’ “smart” payphones. 
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die most specialized types of locations.” Thc Commission’s purpose wa6 nor limited to 
ensuing cost-based rates for providers of coinlcss ahporn phones; the Commission 
intended to ensure cost-based races for all PSPs. For the vast majority of payphoncs, 
applying die ncw scrvices tesr only to the monthly charge for a payphone line would 
accomplish little, becaust the LEC could continue loading excessive costs onto the usage 
charge that is not subject to the test. 

The language of the b.yphn&uis,c indicates no intent to so narrowly limit the 
application of the new services test. While the RBOC/GTE/SNET Coalition cries to 
attach significance to the use of the term “basic payphone Linc” in parts of the relevant 
orders, the critical passage of the b- uses primariiy the term 
“basic payphone sewices” to describe the services subject to rhc “new services Both 
terms - basic “basic payphone serviccs” and “payphone line” - are reasonably read to 
encompass usage-sensitive as well as moiirhly rates for such services or lines, and the use of 
the term “servicc” belies auy attempt to narrowly consuuc “line” to mean only the “bare“ 
lie without usage. 

The RBOC/GTE/SNET Coalition also argues that  it is inappropriate to appiv 
thc new services test to message unit rates whcn those rates “are identical to the  messagc 
unirs charged ro business subscribus under prcviously .=xisting tariffs.” 
R&OC/GTE/SNET Coalition Letter at 3. The RBOC/GTE/SNET Coalition cla ims diar 
applying the ncw scrvices tesr to such rates would inmdc on stare regulation because state 
public service commissions would bc consuained to apply the revised rates to busines 
subscribers as well as PSPs. Id. at 5-6. It is important to note rhar this argument is fact- 
specific and would be applicable, if at all, only where identical charges for usage ace assessed 
on PSPs and busincss subscribers. That w a s  m t  the case in New Jcrsey a t  the onset of the 
proceeding bcfore t hc  Board. Even though the same message unit rate is referenced in 
both tariffs,.PSPs were not offcrcd the message unit allowance (75 free calls per line per 
month) that is ma& available to business subscribers. Until earlier this month, when rhc 
Board required Bcll A h t i c ,  for the first timc in 14 ye=, to offer a message unit allowance 
IO PSPs, thc effective rates paid by the two types of subscribers wcrc nor thc same. 

‘ T h e  KBOC/GTE/SNET Codition suggests rhac a payphone line may be used 
without local usage “if a PSI’ diose to install a coinless payphone.” Yet, in the FCC’s 
payphonc compensation proceeding, the Coalition has cxplained that coinless payphones 
cannot realistically be installed in the vast majority of payphone locations. 
RBOC/GTE/SNET Payphone Coalition, Petition for &considcraUon, CC Docker No. 
96-128, &led Deccmbcr 1,1997, at 9-10. 

Thc term “basic payphonc line” is used in thc same paragraph to describe services 
that need not be tariffed at the fedcrd level. 
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In any event, there is no basis for the RBOC/GTE/SNET Coalinon's claim that 
&e application of the new scMccs test to usage-sensirive pa hone service rates would 

senice KO othcr subscribers, is subject to chc requirements of die Payphone-QIdccs. Thus, 
the application of thc new services test cannot produce any unreasonable discrimination 
between PSPs and other subscribers. On the other hand, tying the application of thc new 
servica test to whether thc rates paid hy PSPs also apply to any other subscriber would 
make it wholly arbi t rq  wiiethcr or nut a LEC's payphonc scrvice rates are subject to 
effective review under the -. 

forcc a revision of rates charged to other classes of subscribers. P Only service to PSPs, not 

Albcrt H. Kramcr 
Robert F. Aldrich 

RFA/IIW 
cc: Janies S c h l i c h ~ g  

Janc Jackson 
Dorothy Awood 
Judy Ninchr 
Dan Abeyra 
Glenn Reynolds 
Kris Monreidi 

If acccpred, this logic would not be limited to local usage rato. Monthly recurring 
charges for a payphonc line are sometimes rhe same as for a business line. Indeed, B d l  
Adantic rcccntly equalized its inonddy rates for business subscribers and PSl's. Under che 
logic of rhe RBOCs' argtuncnt, the new seMccs tcst could nor be applied to ~ n y ~ a t c  that  is 
also applicable to any non-PSP subscribe:. 
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American Public Comm~micatiions Council 
State Tariff Updates 

(As of 8/21/98) 

AMERITECH REGION 

Illinois 

There is a proceeding going on - all LECs are under investigation. 

Indinna 

A proceeding to review LEC payphone tariffs is undenuay. Phase I of the.proceeding involves 
GTE North, Ameritech, and Sprint United. Phase I1 of the proceeding (not yet started) involve 
all other LECs. Indiana Payphone Association comenrs in Phase I are due August 28, 1998. 
ILEC comments (reply) due 10/30/98. 

~Xicichiea~~ 

The MPTA and 62 of its members filed a complaint at the Michigan Public Service Commission 
OD 8/10/98 against Amcritxh and GTE, case # U-11756. The complaint was brought to compel 
enforcement of Section 318 of the Michigan Telecommunications Act which required these 
LECs to comply with the nonshuctural safeguards ordered by the FCC. Among these safeguards 
is the new services test, requiring LEO to price their nework services at the direct cost of the 
service, plus reasonable overhead expenses. In addition, it appears neither Amcritech nor GTE 
currently pass an imputation test as required by the Michigan Telecommunjcations Act. ’Ihe 
complaint also seeks the elimination of any subsidies flowing from noncompetitive mepayers’ 
basic exchange service revenue to LEc’s competitive payphone services. 

Ohio 

The state commission opened an investigation docket (96-1310-TP-CO1) for all LECs regarding 
their payphone tariffs. In January, the Commission issued an order allowing the Payphone aSvl 
of Ohio to review LEC infoxmation regarding these tariffs. Additional comments were fiied on 
3/30/98. Review of LEC payphone tariffs is continuing. 
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Wisconsin 

The state commission on July 29. 1997 issued a notice of investigation and request for briefs 
regarding the Wisconsin Pay Telephone Association’s petition regarding LEC payphone tariffs 
and other issues beiig investigated by the commission. 

The commission staff concluded that the commission is without authority to review filed tan‘ffs 
and determine whether they meet the FCC’s new services test. ?he staff states in their brief, 
“Wisconsin law exclusivcly controls the regulatory options that are available to ttis 
Commission. The application of directory language in the recent FCC orders in the pay 
telephone proceeding cannot create regulatory authority for this Commission that does not 
already exist by virtue of state law.” 

Subsequently, the Wisconsin PSC stated that it is without statutory jurisdiction to apply the new 
services test. The WPTA petitioned the FCC for relief in February 1998 and is pursuing its 
petition. 

BELL ATLANTIC REGION 

Delaware 

The Delaware PSC (DPSC) issued Order No. 4637 on November 4,1997 in Docket No. 97-013T 
in which Bell Atlantic’s state tariffs for payphone lines and related services were investigated. 
Essentially, the monthly rates for COCOT lines were lowered to $16.63. A sipnificant decrease. 
In addition, the  DPSC ordered that Bell Atlantic file state tariffs for payphone feature and 
functions at reduced monthly rates. Finally, the DPSC ordered Bell Atlantic to promptly refund 
to its customers the difference between the rates and charges ordered on November 4, 1997 and 
those charges in effect on April 15,1997. 

-. 

- D.C. 

The DC PSC approved BA-DC‘s revised payphone tariffs on April 15,1997. On May YS, 1997. 
Peoples Telephone filed an application for partial reconsideration. Since June 11, 1997, the DC 
PSC has repeatedly postponed a decision in t h i s  proceeding “due to the complexity of thc issues 
raised.” 

On May 19, 1997, BA-DC applied to amend its tariff to reduce monthly charges for L i e  Side 
Answu Supervision (LSAS) to $1.50 and Call Screening features Io $1.50, and eliminate 
monthly charges for Audiotex Call Blocking Service. Peoples filed comments on EA-DC’s 
application on October 14, 1997. Pursuant to the DC PSC’s request, on November 25, 1997, 
BA-DC Educed LSAS to $0.15 and call s m n i n g  to $0.0. 

Mawland 

Peoples Telephone Co. petitioned the PYC to investigate Bell Atlantic’s tariffs for payphone 
services. Direct The state commission is investigating Bell Atlantic’s payphone tariffs. 
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testimony in Case No. 8763 was filed on September22, 1991. Hearings were held October 21- 
22,1997. Briefmg was completed in February. The MD Commission still has  to issue an order. 

Massschusetts 

Thc Dept of Telecommunications and Energy is conducting a 3-pronged proceeding ( D E  97- 
18 (Phase IT)) to (a) identify and eliminate barriers to entry, (b) consider whether Bell’s tariffs 
for Public ACCKSS Line and Public Access Smart Line service meet FCC requirements (i.e., the 
new services test), and (c) address the issue of public interest payphones. Comments have been 
obtained on the tariff issues. 

New Hampshire 

A docket on the new services test opened in Spring 1998. On track for completion. by the end of 
1998 or early 1999. 

New Jersey 

The Bell Atlantic payphone tariff case is pending before an Administrative Law Judge. 
Discovery is almost complete and hearings are scheduled for Fall 1998. In addition, the NJF’A 
has filed a motion seeking to clarify that the message unit rate is subject to the new services test. 

New Y o &  

The state commission is still investigating the LECs’ tariffs. NY Telephone’s tariffs are in effect 
on a tempomy basis. 

Pcnnsvhania 

The Central Atlantic Payphone Association ( W A )  has three cases before the PA PSC, all of. 
which affect rates charged by LECs for service to PSPs. In the fnst proceed=, a rate complaint 
was filed against Bell alleging that its payphone network service rates are not cost based and arc 
not Compliant with the new services test. In the litigation, Bell took the position that usage rates 
did not have to be cost based and were not subject to the new semices test Earlier in 1998, the 
ALJ held that the ‘hew senices test” is applicable to LEC rates for local usage provided to IPPs. 

The second proceedins is a similar complaint brought against GTE. While GTE has reduced its 
feature rates, its dial tone rates remain high. 

The third proceeding is a petition filed by Bell seeking to have all of its business services, 
including payphone network services. declared “compeiitive” under PA law. The result, if 
granted, would be that Bell’s rates for those services would be deregulated at the state level, 
completely undermining the significant progress CAPA has made in getting Bell’s rates reduced. 
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If granled, jurisdiction over payphone rstes may tefrdt to the FCC. CAPA is ~ t i ~ e ~ ~  
participating in this proceeding. 

Vireinia 

On March 21, 1997, a group of several payphone providers (PSPs) filed with the State Corporate 
Commission of Virginia, a Motion to Reject and Petition for Investigation of tariffs filed by BA- 
VA, GTE South, United Telephone-Southeast,. Central Telephone Company of Virginia and 
severel other Virginia LECs purporting to comply with Section 276 of the 19% Act and the 
FCC’s orders in 96-128. On March 28. 1997, the Commission issued an Order Authorizing 
l n t e r i  Rates and Initiating Investigation. In the Order, the Commission found that the proposed 
tariffs should be investigated, and that the proposed rates should be allowed to go into effect as 
interim rates, subject to refund. The Commission also took pains to note that “allowing these 
tariffs to lake effea in no way indicates or implies compliance with Section 276 of the Act of 
withthe FCC’s orders in 96-128.” 

To dare, the VA LEC Pay-phone Service miff proceeding has been dormant, essentially for two 
reasons. First, the VA Commission unsuccessfully challenged th FCC’s deregulation of local 
coin call rates. 

Secondly, the Commission has been considering a host of cost modeling and pricing issues to 
determine the permanent prices thar BA-VA wiil be authorized to charge CLECs for 
interconnection, resale, and unbundled network elements under the local telephone provisions of 
the 1996 Act. 

On May 22, 1998, the Commission issued an Order on CLEC interconnection that, among o h  
things, directed BA-VA to rerun its cost studies and prices to conform with the principles in the 
Commission’s decision. On July 8, 1998, BA-VA made a compliance filing with new prices, 
and the partis filed comments on July 31,1998. Ultimately. the Commission will issue a Final 
Order prescribing tbe permanent prices that BA-VA will be permitted to charge CLECs for 
interconnection, resale and unbundled network elements. Those prices, and the underlying 
principles established in the May 22, 1998 Order concerning cost modeling, pricing and input 
values and assumptions, may be relevant to the VA LEC Payphone Service tariff cost-based rate 
procccdiig. 

West Vireini3 

The PSC has completed review of Bell Atlantic’s payphone tariffs. The decision was 
parricularly favorable in two respects. First, the PSC found that Bell did not juaify its proposed 
overhead allocation factors ranging fiom 23% to 92%, and found thar an overhead allocation 
factor exceeding 10.2%--the loading factor approved in the PSC‘s unbundled network element 
(UNE) proceeding-was not reasonable. Second, the PSC found that Bell’s payphone rates 
should be reduced by the EUCUSLC (fcderal subscriber line charge) because otherwise, Bell 
would obtain a double-recovery of interstate cos% associated with payphone lines. 
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BELLSOW11 KEGION 
Alabama 

In late 1997, the Alabama Commission found that BellSouth’s payphonc tariff rates were 
acceptable and approved them 

The Florida Commission voted on 7/21/98 to approve the existing tariffs for COCOT and Coin 
Lines as meeting the new services test. 

- 
Georcia 

The Georgia Public Service Commission has still not scheduled hearings on the objections 
GPCA filed varch 12, 19971 challenging 34 E C s ’  payphone service tariff filings., including 
that of BeUSouth. 

Kentucky 

’Ihe KentucLy Commission on 2/12/98 ar.d 2/13/98 held hearings on the payphone rariffs of 
BellSouth, GTE and Cincinnati Bell. The Kentucky Payphone Asm. P A )  filed its brief in 
April. An order is this proceeding is expected fiom the PSC by end of summer. 

Louisiana 

Docket U-22632 was opened by the Louisiana Commission in order lo investigate BellSouth‘s 
payphone tariffs. BellSouth originally attempted to deny retroactive refunds. The ALJ asked 
that tbis issue be briefed. BellSouth insisted that it did not need to f ie  new tarifB, as its existing 
tariff allegedly complied with the new services test. Intervenors [Gulf States Public 
Communications Council (GSPCC) and the Louisiana Public Payphonc Assn. (LPPA)] made the 
argument that BellSouth did not use the new services test, and used regional cost data, not state 
specific cost data They are awaiting the ALJ opinion on the retroactivity issue and a scheduling 
order. 

North Carolina 

On May 15. 1997, the Commission issued an order that dismissed petitions by the NCPA and 
others and directed filings in Dockets No. P-100, Sub 84b and P-55, Sub 1040. The Commission 
ordered that “all LECs who determine, bared on their own analysis, that any existing PTAS rates 
do not meet the “new services” test, file revised rates and supporting data with the FCC for 
review by May 19, 1997. Existing rates include rates for PTAS lines and trunks, PTAS usage 
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rates, and rates fox various PTAS options. LECs who decide to fi\e cost studies for existing rates 
that they conclude do not meet the “new services” test s.WI file hose studies with the FCC.” 

On September 12, 1997, the FCC Common Carriei Bureau informed the chair of the NC 
Commission that it would direct all incumbent LECs in the state to file tariffs for payphone 
services with the FCC together wilh the supporting documentation neccssay to demonstrate 
compliance with the requirements of Section 276 and the FCC implementing d e s .  n e  FCC 
Common Canier Bureau issued the Order on 3/20/98, directing all incumbent LECs in NC to file 
tariffs with the FCC by 5/1/98. Subsequently, the Bureau extended the filing deadline to 7/1/98. 

‘The NC PSC then informed the FCC it bas reconsidered and would hold a proceeding on the new 
services test. The Bureau rescinded its order requiring tariff filing at the FCC 

South Carolina 

In proceedings initiated by the South Carolina Public Communications Assn. (SCPCA), hearings 
will be conducted by the South Carolina Commission in late September and early October 1998 
to determine whetber the major LECs (BellSouth, GTE, Alltel a d  Sprint United) have complied 
with the new services test. 

With regard to the 22 smaller LECs, the commission has already ruled that these W s  are in 
compliance. The SCPCA has appealed this decision to the circuit court. 

Tennessee 

A proceeding is pending regarding whcthcr BellSouth‘s payphone tariff complies with the new 
services test. The TN Regulatory Authority has postponed the LEC tariff investigation mtil 
AugusT/September 1998 since it has not concluded the CLEC interconnection and USF dockets. 
When these dockets arc concluded, the results may be relevant to the payphone tariff 
investigation. 

PACIFIC BELL REGION 

Sprint Cenlel filed to e l i a t e  the %.Ob/message rate from their payphone tariffs. Centel 
proposed to offset this loss by charging for directory assistance. A hearing was held in 
September 1997, Since Centel settled on the message rate, the Commission hearing has been 
cancelled. As of October 16, 1997, the message rate wes eliminated 
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I S O U T M W E S ~ ~ ~  BELL  REGION 

Oklahoma 

The Oklahoma Payphone A m .  (OPA), iatervened in all LEC payphone tariff a e s .  A 
procedural hearing for 10 rural LECs is scheduled. The Commission declined to rcquire cast- 
based economic studies for small LECs. SBC states that its rates are subject to true up at a latex 
date. 

There were approximately 50 LEC FCC Compliance dodrets in Texas. The Texas Payphone 
Association (TF'A) intervened in all of them. TPA was successful in negotiating with 
Southwestem Bell Telephone Company an agreement under which Texas PSPs are assessed a 
reasonable flat rate for the payphone access line and usage. Likewise TPA was successful in 
negotiating with GTE so as to achieve a reduction in the line rate initially proposed by GTE. 

The remaining cases involve smaller LECs, whose current charges v;uy &om under $10.00 to in 
excess of $70.00. 7he Office of Policy Development of the Public Utilities Commission of 
Texas Litially denied TPA 6 harfng on these cases. TPA appealed arguing that the LECs had 
not demonstrated that their proposed rates and charges were cost-based as required by the FCC's 
new services test. The PUC granted, in piit. TPA's appeal but held that the new services test did 
not apply to these LECs and ordered remand for determination of whether the proposed rates and 
charges were cost-based or otherwise justified under standards set forth by the PUC's order. An 
Administdve Law Judge requested submissions from the parties concerning whether the rates 
and charges had been shown to be cost-based. TPA filed comments and determined that after 
reviewing all of the proposed rates to withdraw from all of the pending cases except for ten 
cases. 

The Administrative Law Judge ordered a hearing on the merits of the ten cases in which TPA 
rnaintainedds opposition. As a result of the order referring the ten remaining cases for hearing. 
all but four of the applicants have agreed to reduce their line charges to the GTE level. The 
remaining four include UniWCentel (Sprint). A pre-hearing conference was scheduled for 
April 23, 1998. 

US WEST REGION 

Arizona 

The Arizona Payphone Association (MA ) has challenged US West's and Citizens' Public 
Access Line rates uith the Arizona Corporation Commission. The matter is still pending and 
hearing has not yet been set in the matter. 
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I Washineton Statc 

In early 1998, an order was issued adopting the Northwest Payphone Association’s 
rewmmendation to set the PAL rate at the simple business line rate of $1 1 per month for the one 
remaining payphone tariff rate case (involving a small LEC, the Toledo Telephone Company). 
The Toledo Telephone Company will be making refunds on the difference between $46 and $1 1 
retroactive to April 15,1997. 

Colorado 

US West’s revised payphone tariff was mitially approved. The Colorado Payphone Association 
filed a formal complaint with the Colorado Public Utilities Commission on March 31, 1998 
chdlenging the rates. One day of hearings was held June 11, 1998, before the Administrative 
Law Judge. The CPA is sccking lower PAL and outgoing fraud protection rates (Customnct). 
They are scheduled to complete the hearing on July 22”d. A decision is expected from thc ALJ 
later this year 

Minnesota 

US Wcst agreed, as of April 17,1998, to reduce their “dumb” PAL rate to the 1FB ratc. 

Montana 

The hearing on US West’s PAL rates was held on 4/22/98, Briefing has been concluded. The 
decision is pending. 

New Mexico 

Telemt,  Inc. filed formal complaints against US West’s payphone tariff. The New Mexico 
PUC has opened Docket No. 98325 in order to rcvicw US Wcst payphone tariffs. The NM PUC 
has agreed to an infomal pre-docket meeting in order to discuss the Telettust complaint. At this 
time, no date has been set for cither the informal meeting or a hearing. 

North Dakota 

The existing US West tariff for a line for a smart payphone is a $25 flat ratc. The PSPs in North 
Dakota did not pursue a challenge to this rate. 

a 


